




























In connection with expansion, the company expects to 
continue its policy of giving emphasis to the enlargement 
of present stores. In line with a conservative policy in this 


mands of total war. At a time when many other hard line 
merchandisers accepted as inevitable severe drops in war- 
period sales, your company placed on its shelves new lines 
of merchandise and high sales and profit records were 
maintained or exceeded. 

So important to our sales volume have soft lines, furni¬ 
ture and building materials become that, during 1947 and 
subsequent years, these items will be introduced into many 
stores presently handling other lines only. 

If the national economy suffers no serious dislocation in 
1947, our sales and merchandising operations will u 


doubtedly surpass those of any previous year. However, 
profits will be governed largely by costs of production 
and distribution, and by availability of merchandise, raw 


er which your management 


connection, additional new outlets will be established 
when feasible and dearly advantageous. Additional author¬ 
ized dealerships ate being established as rapidly as facilities 
become available. 

Since 1942, your company has tested the development 
of so-called "Multiple Unit Stores" or "One-Stop Shop¬ 
ping Centers." These units are now out of the experimental 
stage and are highly profitable merchandise centers. In this 
type of store, customers may now purchase under one roof 
foods, drugs, clothing, ladies ready-to-wear items, house¬ 
hold wares, appliances and furniture as well as variety 
items, auiomoDile accessories, hardware and sporting 
goods. Plans for the future call for additional srores of 

A rural version of the shopping center, which includes 
many important items of farm supplies and machinery, has 
been developed at several locations. Additional farm stores 
_are scheduled for opening in 1947. 

'During 1946, your company and its manufacturing sub- l/j U If) i fj f 

Webster City, Iowa, resulted in the development of an 
automatic washer of exceedingly high efficiency. Much is 
expected of this machine and we hope it will be produced 


materials, and labor, fact 
has little control. 

Many have shared in attaining our accomplishments of 
the last year and we express our appreciation to all mem¬ 
bers of the organization for their fine performance. 

Respectfully submitted, 


Chairman ofthi Board 
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CURRENT LIABILITIES: 

Notes payable. $ 5,750,000.00 

Long-term debt—amounts payable in 1947.... ' 525,000.00 

Trade accounts payable.:. 10,509,470.08 

Other accounts payable, deposits and accruals. 1,854,837.54 

' Accrued profit sharing and bonuses. 1,986,962.85 

Provision for Federal, Dominion of Canada and State income taxes. 3,987,871.57 

Preferred stock dividend payable.. 15,375.00 

Total Current Liabilities. 24,629,517.04 


DEFERRED INCOME—finance charges (note 2). 

LONG-TERM DEBT: 

3V696 Sinking fund debentures: 

Series A—due October 1, 1951. $ 850,000.00 

Series A—due October 1, 1956. 1,150,000.00 

Series B—due April 1, 1956. 1,200,000.00 

Series C—due June 1, 1957.’. 950,000.00 

Series B—due April 1, 1959. 2,350,000.00 

6,500,000.00 

4% Debentures, due May 31, 1947-55 . 475,000.00 

6,975,000.00 

Less amounts payable in 1947 included in current liabilities. _ 525,000.00 

CAPITAL STOCK (note 5): 

Preferred stock—par value $100.00 per share 
Authorized 16,000 shares, issued and outstanding 12,300 shares 596 cumu¬ 
lative, Series 3. 1,230,000.00 

Common stock—par value $5.00 per share 


SURPLUS PER ACCOMPANYING STATEMENTS (note 4): 

Capital surplus—derived from constituent companies’ earned surplus prior 
to November 1, 1946. 14,463,325.32 

Earned surplus since November 1, 1946. 266,150.34 


See accompanying notes to financial statements which are an integral part hereof. t 


142,444.93 


6,450,000.00 


13,228,530.00 


14,729,475.66 

$59,179,967.63 
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■_ '' _ t Statement of 
CONSOLIDATED 
_ CAPITA?. 
SURPLUS 

r : ■- For tbe j/ear ended 
■ -December 31,1946 


Amount at December 31, 1945. 

Adjustments applicable to prior period... 
Adjusted amount at December 31, 1945.. 


tock.. 2,547.88 13,3( 

1,844,350.05 332,14 


Excess of equity in net assets acquired as of Novem¬ 
ber 1, 1946 by merger or exchange of stock, 
$16,309,117.11, over par value of capital stock 

issued therefor, $8,186,405.00. 

Credit arising from cancellation of common stock 
of Gamble-Skogmo, Inc. included among as¬ 
sets acquired. 


Increase in amount of capital stock previously 
outstanding from 163,800 shares $10.00 stated 
value to 982,800 shares cf a par value of $5.00 


Expenses of unification plan. 

Amount at December 31, 1946... 
See accompanying notes to financ; 
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’AND SUBSIDIARIES • 


NOTES TO FINANCIAL STATEMENTS 


1. Principles of Consolidation: 

The consolidated financial statements include the accounts 
of Gamble-Slcogmo, Inc., and its wholly-owned subsidiaties. 
The financial statements also set forth for the ten months 
ended October 31, 194(5, the combined results of operations 
of associated corporations whose capital stock or assets and 
business were acquired by merger or exchange of stock as of 
November 1, 1946, and the combined earnings of the group 
for the full year. The assets, liabilities and operations of the 
Canadian subsidiaries have been converted into United States 
dollars at the official Canadian Control Board rate of ex¬ 
change (par) in effect at both December 31,1946 and Novem¬ 
ber 1, 1946 (date of acquisition of these subsidiaries). On the 
foregoing basis, the net equity in the Canadian subsidiaries 
at December 31, 1946 amounted to $1,097,561.08 and their 
net income for 1946 amounted to $188,102.26, of which 
$17,146.32 arose in the two months ended December 31, 
1946. 

Inter-company purchases and sales, expenses and divi¬ 
dends and estimated inter-company profits in the inventory 
have been eliminated in the accompanying statements. There 
have been excluded from income and taken directly to earned 
surplus the following non-recurring income and charges of 
a constituent company which related to assets not acquired 
and liabilities not assumed by Gamble-Skogmo, Inc.: 

Profit on sale of investments (net of capital gains 

taxtheteon). $98,695.57 

Interest on long-term debt (net of tax reduction 

resulting therefrom). 74,828.92 

Net reduction in income—. $23,866.65 

2. Instalment Contracts: 

Customers' instalment contracts on which $1,371,344.09 
was owing at December 31, 1946 have been sold to a bank 
which advanced $1,234,561.36 subject to the terms of a letter- 
agreement under which the company assumes certain obliga¬ 
tions under specified conditions. It is believed that the actual 
liability thereunder is reasonably covered by the reserves of 
$89,500.02 against instalment contracts included in the 
reserves for doubtful receivables. 

The entire merchandising profit from instalment sales is 
taken into income at date of sale; the finance charges are 
taken into income over the period of instalment payments. 


3. Inventories: 

Inventories at retail stores and warehouses are' based on 
book inventories which are adjusted to agree with physical 
inventories taken from time to time during the year (physical 
inventories of the principal warehouses were taken during 
the closing months of the year). These inventories are stated 
at cost determined in the case of the retail stores in part by 
the "retail method" and in part by'the application of gross 
profit percentages to refiect the cost of goods sold. Inven¬ 
tories at manufacturing plants were determined by physical 
inventories at the end of the year valued at the lower of cost 

4. Limitations an Payment of Dividends: 

Under the indenture and agreements relating to the sinking 
fund debenture notes, payment of dividends (other than 
stock dividends or dividends on preferred stock) and purchase 
t of capital stock are restricted unless the following conditions 
would be complied with: (i) consolidated net working capital 
shall be at least $15,000,000.00; (ii) consolidated current 
assets as defined shall be at least equal to 200% of consoli¬ 
dated current liabilities (at December 31, 1946 the actual per¬ 
centage was in excess thereof); and (iii) the aggregate of 
the proceeds of stock sold since October 1, 1946 (but not in 
excess of the aggregate amount purchased) and the con¬ 
solidated net income of the Corporation and all its subsidi¬ 
aries from October 1, 1946, plus $4,500,000.00, exceeds the 
aggregate amount of cash or property paid or liabilities in¬ 
curred for such dividends and stock purchases and for sinking 
fund payments. 

' 3. Capital Stock: 

Subsequent to December 31, 1946, substantially all the 5* 
cumulative preferred stock has been exchanged for common 
stock on the basis of 5M shares of common for each share of 
preferred. 

6. Operating Results: 

The operating results for the two months ended December 
31, 1946 as shown by the Statement'of Consolidated Income 
were favorably affected by the usual seasonal nature of this 
type of business. 
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ACCOUNTANTS’ REPORT 


To the Board of Directors, 

Gamble-Skogmo, Inc., 

Minneapolis, Minnesota. 

We have examined the consolidated balance sheet of Gamble- 
Skogmo, Inc. and subsidiaries as of December 31, 1946 and the related 
statements of income and surplus for the year then ended, and the 
statements of income and surplus for the ten months ended October 31, 
1946 of the companies whose capital stock or assets and business were 
acquired by merger or exchange of stock as of November 1, 1946. In 
connection therewith we have reviewed the system of internal control and 
the accounting procedures of the companies (except the principal 
Canadian subsidiary) and. without making a detailed audit of the 
transactions. have examined or tested their accounting records and other 
supporting evidence, by methods and to the extent we deemed appropriate. 
Our examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all procedures 
which we considered necessary. We have been furnished with a report by 
other public accountants on the accounts of the principal Canadian 
subsidiary the assets of which amounted to approximately 3% of the con¬ 
solidated assets and the net income of which represented 3% of the 
combined net income. 

In our opinion, the accompanying consolidated balance sheet 
and statements of income and surplus, with the notes appended thereto, 
present fairly (1) the position of Gamble-Skogmo, Inc. and subsidiaries 
as of December 31. 1946 and the results of their operations on a 
consolidated basis for the year then ended. (2) the results of opera¬ 
tions for the ten mouths ended October 31, 1946 of the companies whose 
capital stock or assets'and business were acquired by merger or exchange 
of stock as of November 1, 1946, and (3) the combined results of 
operations of the group for the year ended December 31. 1946, all in 
conformity with generally accepted accounting principles applied on a 
basis consistent in all material respects with that of the preceding 
year. 

Peat, Marwick. Mitchell & Co. 

Minneapolis, Minnesota 
April 25. 1947. 
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